WAC 458-20-113 | NGREDI ENTS OR COVPONENTS, CHEM CALS USED | N PROCESSI NG
NEW ARTI CLES FOR SALE

(1) The term "retail sale" neans "every sale of tangible personal
property . . . other than a sale to one who purchases for the purpose of
resale . . . or for the purpose of consumng the property purchased in
producing for sale a new article of tangible personal property or substance
of which such property becomes an ingredient or conmponent or is a chemca
used in processing, when the primary purpose of such chemical is to create a
chemical reaction directly through contact with an ingredient of a new article
bei ng produced for sale . . . (RCW82.04.050.)

(2) Ingredients or comnponents. The sale of articles of tangible
personal property which physically enter into and forma part of a new article
or substance produced for sale does not constitute a retail sale. This does
not exenpt from the retail sales tax the sale of articles consuned in a
manuf acturing process which do not enter into and beconme a physical part of
the new article produced for sale, such as fuel used for heating purposes, oi
for machi nery, sandpaper, etc.

(3) Also, the definition of retail sale does not exclude consumables
purchased for use in manufacturing, refining, or processing new articles for
sal e nerely because sone constituents of the consumabl es nay al so be traceable
in the finished product, which are inpurities or undesirable or unnecessary
constituents of the finished product.

(4) For articles to qualify for sales and use tax exenption as
i ngredients or conponents of products produced for sale, such articles or
their constituents must be traceable in the finished product and identifiable
as having been directly provided by the article claimed for exenption.

(5) Chemicals used in processing. Sales of chenmicals to a person for
use in processing articles produced for sale are not retail sales, and
therefore are not subject to the retail sales tax.

(6) "Chemicals used in processing"” carries its common restricted nmeani ng
in conmmercial usage. It includes only chemi cal substances which are used by
the purchaser to unite with other chemi cal substances, present as ingredients
or components of the articles or substances being processed, to produce a
chemcal reaction therewith, as contrasted with nerely a physical change
t her ei n. A chemical reaction is one in which there takes place a permanent
change of certain properties, with the formation of new substances which
differ in chem cal conposition and properties from the substances originally
present, and usually differ from them in appearance as well. It is not
necessary that all of the new substances which are forned be present in the
final conpleted article or substance which is sold; one or nore of such new
substances resulting fromthe chem cal reaction nay be renoved or drawn off in
t he processing.

(7) To illustrate: Sales of chemicals to a pulp mll for use in the
digesting and bleaching of pulp are not subject to the retail sales tax
because such chemicals react chenmically with the cellulose in the pulp fiber
which, in turn, becomes a nmajor ingredient of the final product, paper.
Simlarly, sales of carbon to an alumnum reduction plant for the primry
purpose of formng a chemical reaction with alumina to renobve its oxygen
content are not retail sales.

(8) Conversely, sales of water purifiers and wetting agents to a pulp

mll are taxable sales. The treated water acts primarily as a conveyor or
carrier of the pulp fibers and only an insignificant part of the water becones
an ingredient of the final product. Simlarly, sales of caustic soda to

potato processors to renove peelings from potatoes are retail sales because
the chemcal reacts only with the peelings which are renoved as waste, and not
with the potatoes which are sold as the final product.

(9) Sales of diesel or fuel oil to a steel mlIl or foundry, for use or
consunption primarily in generating heat, are retail sales and subject to the
retail sales tax, notw thstanding the fact that some portion of the oil may
cause a chemical reaction and to sone extent alter the character of the
article being manufactured or processed.

(10) Effective April 3, 1986, (chapter 231, Laws of 1986), purchases for



the purpose of consuming the property purchased in producing ferrosilicon
which is subsequently used in producing magnesium for sale, if the primry
purpose is to create a chenmical reaction directly through contact with an
ingredient of ferrosilicon, are not subject to retail sales tax or use tax.

(11) In special cases where doubt exists, a special ruling will be made
by the departnment of revenue upon submssion of all the pertinent facts
relative to the nature of the chenical substances concerned and the use nade
t hereof by the purchaser.
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[Statutory Authority: RCW 82.32.300. 86-20-027 (Order 86-17), "458-20-113,

filed 9/23/86; Oder ET 70-3, "458-20-113 (Rule 113), filed 5/29/70, effective
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